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YUGOSLAVIA'S ELIMINATION OF INCOME TAXES .
ON WHITE- AND BLUE-COLLAR WORKERS ) -

o

R. Radovanic

In the first budgets of the new Yugoslavia, taxes were considered the
' basic source of revenue and were in accordance with the then-existing produc-
tion rates. After conversion to a planned economy, the relative importance
of taxes fell sharply, and revenues from the socialized economy took the place
of taxes. These revenues, which were 55 percent of the total national income
in 1947, rose to more than 70 percent in 1949,

Changes in production were reflected in the character of the tax system,
especially the income tax system. In the reconstruction period, income taxes
were the chief source of budgetary revenue, The revenues they brought in were
close to one-third of the entire budget. The proportion of income taxes to !
total income fell with :the transition to a planned economy and with the rapid
increase in revenues from socialist enterprises. Income taxes were 30.5 per-
cent of all budgetary revenues in 1946, 15.3 percent in 1947, and 11.2 percent
in 1948, .
. As a result, income taxes were organized on an entirely new basis at the {
beginning of 1947. They were no longer directed toward producing revenue, but
toward the proper distribution of the national income and the attainment of
economic and political goals which are linked to this distribution: restric- ' E
tion of and pressure on capitalist elements, strengthening the relationship be- :
tween the working classes and the middle and small farmers, aiding the social-
ist transformation of villages, and holding the balance between supply and de-
mand . ’ ;

State enterprises stopped paying income taxes at the end of 1946, national
organizations and socjieties at the end of 1948. Income taxes for white- and
blue-collar workers were eliminated at the beginning of this. year., Today, in-
come taxes are levied only on independent agricultural workers, artisans, and
people who realize income from practicing private professions or from private

property.
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Income taxes were eliminated for white- and blue-collar workers because
the tax served no economic or political end. Problems which in the case of
the remaining citizens are solved through the payment of income taxes either
do not exist among white- and blue-collar workers, or can be more efficiently
solved by other means. Thus, the problem of regulating the distribution of
the national income, in the case of workers, is solved much better through a
system of bonuses for work performed.

The system of progressive taxation on income was in opposition to the
system of bonuses which was developed during the past 3 years. Bonuses for
work are based on the principle of socialist distribution of national income,
revarding each according to his work. Progressive taxation, on the other
hand, presumes that those workers who work harder must pay proportionately
higher income taxes for their work. The bonus system, moreover, differenti-
ated between the contribution of the working man according to the quantity
and quality of work performed, while the taxation system tended toward the

relative leveling of income.

The disharmony between the bonus and the tax system was partly moderated
by various means, such as: freeing pay raises from taxation, freeing bonuses
for extraordinary achievements in work, distinguishing for tax purposes be-
tween individual income and bonuses for exceeding quotas, lowering tax brackets,
etc. All these measures were not enough. The contradiction could only be re-
moved by eliminating income taxes.

Likewise, the problem of coordinating the purchasing power of white- and
blue-collar workers with the supply of goods is no longer solved by means of
income taxes, as with other citizens, but rether by means of the planned wage
reserve. Thus & satisfactory, solid base for balancing the problem between de-
mand and supply can be established without resorting to income taxes.

Tncome taxes no longer have any economic or political functions in regard
to white- and blue-collar workers. These ends ‘are served today by measures
which are characteristic of socialism: an equitable system of bonuses, accurate
planning, and the like.

The elimination of income taxes for white- and blue-collar workers has not
resulted in increasing their standard of living by the total amount they ceased
to pay in income taxes. From the revenues which they paid into the budget as
income taxes and in contributions for social security (these contributions were
eliminated at the same time as were income taxes), the state contributed about
one-fourth, or 2,600,000,000 dinars, toward improving their standard of living.
The remaining three-fourths will be entered in the budget as part of the state
sccumulation, Thus, the state budget this year provides for increasing the al-
location for social security for white- and blue-collar workers by 1,600,000,000
dinars and for the children's bonus by 1,250,000,000 dinars. Thus, almost three-
fourths of the contributions which the working class paeid into the budget in the
form of income texes and contributions for social security returns to the work-
ing class in various ways.

-END -

-2 -
CONFIDENTIAL

- COFioENTIAY

[

0

)

50X1-HUM

Sanitized Copy Approved for Release 2011/09/14 : CIA-RDP80-00809A000600350895-0



